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Mﬁ. Chairman and Members of the Subcommittee:
|

I appreciate the opportunity to appear before you this
mprning as you embark on the difficult task of examining the
U.S. military retirement system. To begin this examination and

to help provide an overview of the kinds of retirement systems
%nd provisions being used by others, you asked that we bring
éogether, first, comparative information about the military
retirement systems of several countries; namely, Australia,
Qanada, France, Israel, the United Kingdom, the Soviet Union,

l .
and West Germany, and, second, information about Federal, State,

nd local government systems, focusing on the special provisions
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of!systems which have been applied to certain select occupations
(pﬁotective services personnel, air traffic controllers, and
Foﬁeign Service personnel),

This information, in detail, is contained in the appendices
to this statement. Becausevof the size of these appendices,
time does not permit my discussing all of the results of our
overview of retirement systems. 1Instead, I will concentrate on
a few select comparisons which I believe will be most useful to
you in your continuing efforts to evaluate the military retire-
' meht system.

My remarks, separated into three sections, will compare
thé U.S. military retirement system with (1) the military re-
ti%ement systems of seven other countries; (2) four other
Fe%erally—sponsored retirement plans; and (3) eight State and
lo#al retirement systems.

COMPARISON OF THE U.S. MILITARY

RETIREMENT SYSTEM WITH THOSE
OF _OTHER COUNTRIES

v
t

' Comparing the U.S. military system with those of other
i
countries can provide many useful insights. However, in our

view, it is unrealistic to expect such an examination to provide

a definitive answer as to how the U.S. system should be designed

1
i

oﬁ structured, or what special provisions and benefit formulas
|
.| . \ . .

myght be appropriate. This is due to four factors: first,

|
within each country, there are a whole host of societal
!



differences and differences in expectations which may affect how
their retirement system is structured and the benefit levels are
determined. Second, each country may see its military mission,
and thus the kind of force it needs to accomplish that mission,
somewhat differently. This would affect not only force size and
structure but also policies concerning active duty age limita-
tions and their retirement system. Third, within each country,

retired pay or pensions'may make up different parts of their

total compensation package. Thus, comparisons of the retirement

component alone may be misleading. Finally, the controlling
objective of each country's retirement system--i.e., és an in-
strument to manage the types of personnel currently serving on
active duty or as an instrument to insure adequate living stand-
ards for elderly veterans--may differ.

Nonetheless, comparisons of common elements and specific
features of different retirement systems can be instructive and
help focus attentién on features which may be applicable to the
U.S. military retirement system.

As you can see from appendix I, the complexity of the
different retirement systems-—--for example, terminal pay versus
an average salary over several years as the calculation base--

soon turn specific comparisons into an exercise of mental



gymnastics. To provide an overall comparison, however,
we have calculated the estimated lifetime earnings of (1)
a typical U.S. enlisted person and (2) a typical U.S. officer.

In each case, we have calculated benefits on the basis of
retiring at 20 and 30 years of service-~calculated first under
the U.S. military retirement system and then by applying other
countries' formulas. These calculations of lifetime retirement
earnings provide an estimate of what a U.S. military person--—
using U.S. military pay rates--would receive under the various
retirement schemes, not what the typical foreign military
retiree actually geis. For £hose countries in which total
compensation rather than base pay is used as the basis for
calculating retirement benefits, we have calculated retirement
benefits using U.S. Basic Military Compensation instead of only
base péy as the earnings base. The estimated lifetime earnings
are not adjusted for benefit increases due to inflation after
retirement nor are they discounted.. Also, the estimates do not
take into account whether the active duty pay system requires an
employee contribution or whether additional old age benefits are
received through a national social security program.

Because each retirement system analyzed here includes a
number of complex provisions, a single lifetime earnings esti-
mate cannot precisely portray differences in the characteristics

among them. These lifetime retirement earnings estimates should
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Figure 4
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be interpreted as rough indicators of the level of benefits
available under the various retirement systems, Figures 1
through 4 graphically compare these lifetime retifement earnings
for the eight retirement plans adalyzed in this section, Table
1 of appendix V provides supporting detail for these figures.

As you can see from figures 1 through 4, the lifetime
earnings resulting from the U.S. retirement system exceed those
of other countries in nearly every case. The only exceptions
are the British officer, where pay structure differences make it
abpear to be advantageous to retire after 20 years of service,
and Soviet military members retiring after 30 years of serQice.
On the average, however, the lifetime earnings resulting from
use of the benefit formulas for the various countries are only
éo percent as great as the lifetime earnings estimated under the
b.s. system.

Years of service and age at which
nondisability retirement benefits
are payable

The U.S. retirement system alléws both officers and
venlisted members to voluntarily retire on an immediate annuity
:after 20 years of service, regardless of age. Nonetheless, De-
fpartment of Defense (DOD) statistics show that ¢of those on the
;nondisability retired rolls as of September 30, 1982, about 45

/percent of enlisted members and 21 percent of officers, had re-

tired at 20 years of service, usually at age 39 for enlisted
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members and 43 for officers.
had retired by the 23rd year of service and most officers (58
retired by the 25th year of service. As you will
note on page 5 of appendix I, the average retirement age for

-

U.8. enlisted members was 42 and for officers was 46.

As you can see from pages 2 and 3 of appendix I, except for
West Germany, the retirement systems of the other countries we
surveyed also contain provisions for early retirement; that is,
retirement with an immediate annuity after completing 20 or 25

years of service. However, in some instances, chronological age

was also a factor. For example, in order to draw an immediate

annuity, French officers must serve at least 25 years and be 45

years of age, while officers aﬂd enlisted men of the Soviet
Union must also serve 25 years but be at least 46 years of age.
In the West Germany system, to be eligible for retirement bene-
fits, all career enlisted personnel must attain the minimum age
of 52. The minimum age requirement for German officers begins
at age 52 at the rank of Captain (0-3) and increases by grade in
2-year increments to age 60 for Generals.

Although most of the countries surveyed provide for early
retirement, it is interesting to note that, with the exception
of Australia, the early retirement provisions are not as attrac-

tive as the U.S. system and do riot encourage many early retire-

ments. For example, in contrast to the U.S. average age for

.10



officer retirement of 46, the average retirement age of officers

is 56 in France and 50 to 55 in the Soviet Union. In West

Germany, where early retirement is not allowed, the average

retirement age of officers is 57.

In Israel, the average retirement age of enlisted personnel

is between age 50 and 55-~considerably older than the American

average. Although eligibility for Israeli retirement benefits

does not depend on age in all cases, the minimum years of
service necessary for eligibility requires 25 years of career
(that is, not including conscript) service. This eligibility

criteria is considerably stricter than the U.S. requirement for

20 years of service in which all years of active duty service

are counted.

Cost-of-living adjustments

In 1963, the Congress adopted a policy of full inflation
protection of U.S. military retired pay with cost-of-living

adjustments (COLAs) being made on the basis of changes in the

Consumer Price Index (CPI). Prior to 1963, retired pay was gen-

erally adjusted or recomputed on the basis of active duty pay
increases. The specific provisions for adjusting military
retired pay have changed several times since 1963, but the

policy of full inflation protection has, up to now, generally

remained intact.

11



At the present time, there is a temporary COLA limitation
for retirees under age 62 and the President has proposed to make
a similar limitation permanent. The current limitation applies
to fiscal years 1983 -through 1985 adjustments and provides that
retirees under age 62 on the effective date 6f the increase will
receive one-half of the projected CPI increase, plus the amount,

if any, by which the actual CPI increase exceeds the projected

increase.

Our survey of the seven countries' military retirement
systems indicates that all--except the Soviet Union--provide for
at least an annual COLA. We were told that the Soviet Union
believes it has no inflation and thus no need for COLAs. COLAs
in the various countries are generally based on the CPI for that

country, except for West Germany, where the amount of both the

active duty and retired pay increases are subject to union
negotiations.

Two countries, however, Canada and Great Britain, have an
age or age and years—of-service limitation on retired pay ad-
justments. Canadian military retired pay is adjusted annually

on the basis o0f the CPI if the retiree has attained age 55 or

if his combined age and years of service equals 85. 1In Great

Britain, retired pay is not adjusted prior to age 55, but, at
age 55, retired pay is adjusted for the cumulative loss prior to

that time and is thereafter adjusted annually on the basis of

the CPI.

12



éontributory versus noncontributory retirement
and i1ntegration with social security

Concerning contributions by service personnel, three of
the seven countries surveyed--~Australia, Qanada, and France-—-
have contributory retirement plans, with contributions ranging
from 5.5 to 7.5 percent of salary (not basic pay). In addition
to the U.S., four countries~-Israel, Great Britain, West Ger-
hany, and the Soviet Union--have noncontributory plans.

Concerning the integration of military and social secu-
Srity retirement, the three countries with contributory retire-~
gment plans~-~Australia, Canada, and France~-~also have fully
;integrated the military retirement system with their national
social security programs and in two of these countries--~Canada
;and France--members also contribute to social security--1.8
sﬁercent of salary in Canada and about 2.5 percent of pay in
;France. (Australian militafy personnel receive free credits.)

I
fIn all three of these countries, military pensions are either

partially or fully offset by the amount received under their

|
'national social security plans.

As you know, the U.S. military retirement system is
‘noncontributery, and its benefit payments are not integrated
with social security payments--social security benefits are

100~percent additive to military retired pay.

O0f the other four countries with noncontributory retirement

systems, Israel and Great Britain provide social security

benefits which are fully additive to retired pay.

| | 13



But in the remaining two countries with noncontributory
military retirement systems—-West Germany and the Soviet
Union~--military retirees are not eligible for national social

security benefits,

Vesting of retirement benefits

Individuals who may eventually benefit from a retirement
élan are generally concerned with the date on which they obtain
é legal, nonforfeitable right to either present or future enjoy-
ﬁent of retirement benefits. This is referred to as vesting.
While it is commonly thought that U.S. military retirement bene-
fits are "vested" at 20 years of service, DOD officials point
Eut that entitlement to retired pay after having completed 20
years of service is conditional--retirees are subject to recall,
Stbey must comply with certain postretirement employment re-
zstrictions, and they can lose retirement benefits for violating
ﬁcertain provisions of the Uniform Code of Military Justice. |

What do other countries do in this regard? 1In the seven

‘countries surveyed, we found a variety of practices:

-~-The Australian system is somewhat similar to that of the
U.S.; members become entitled to receive retired pay upon
completion of 20 years of service, except for late entry
officers (mostly medical personnel) who become vested

after 15 years of service.

| --The French system vests officers after 25 years of
service, but enlisted members after only 15 years of

f service,

--Soviet military personnel generally do not become en~
titled to retired pay until after they have completed
25 years of service, but again there are exceptions for
members released due to reductions in force.

14



--Israeli military members become vested after completing
10 years of career military service plus 3 years of
conscriptive duty--a total of 13 years service.

--West German and Canadian career personnel become vested
after 10 years of service.

--In the United Kingdom, service members who have at least
5 years of service and have reached age 26 are eligible

to receive a pension at age 60.

Disability and survivor benefit provisions

As shown on pages 13 and 14 of appendix I, survivor benefit
planS'and disability retirement provisions are common to all the
foreign military retirement plans we surﬁeyed. Most survivor
benefit plans are noncontributory whereas the U.S. plan requires
a contribution from the retiree, énd many are integrated with
the national social security program, as is the U.S. survivor
benefit plan. Disability retirement benefits vary considerably
/but generally they bear the same relationship to nondisaSility

]retirement as in the U.S. system; i.,e., based on a percentage of

disability and/or years of service.

gLump—sum payments

' An attractive feature--at least from the retiree's
5perspective-~of several of the foreign country retirement plans
;is the option, upon retirement, to receive a substantial portion
;of future benefits as a lump-sum payment. And, in the case of
Israel and Great Britain, the lump-sum payments are tax free.
Further annuities are usually reduced accordingly, but the lump~

' sum payment is often viewed as a means of capital or equity ac-

cumulation which may not otherwise be available to military

members.

15



Military reserve retirement

Concerning the provision of retirement benefits for
reservists, we noted that the United States is the only coun~
try to provide such benefits. 1In the U.S., reservists who com-
plete 20 creditable years of active and reserve service for re-
tirement purposes may become eligible to receive retired pay at

age 60. Reserve retirement will cost an estimated $1.2 billion

in fiscal year 1984.
Summary
: When compared to other country's systems, the U.S. military
r@tirement system contains many provisions of distinct advantage
qo the military retiree. Provisions of the system which favor
ﬁhe military retiree include:
( ° Minimum years of service necessary for an immediate or
| full annuity.
w ° Cost-of-living adjustments of retirement benefits.
| ° No required contributions.
° Addition of social secﬁrity benefits to retirement
benefit earned during military service.
° Availability of retirement benefit for reserve service.
At the same time,'hqwever, advantages in the areas of
roviding survivor benefits, vesting retirement rights, and
providing eligibility for lump-sum payments upon retirement can

|
jbe found in some other countries' systems.

16



In sum, however, the U.S. system appears to be as or more
geherous than the other systems examined. Further, in terms of
lifetime earnings, the total received by U.S. military retirees
is considerably above what they would receive if they retired
under the provisions of the retirement systems of these other
countries.

COMPARISON OF THE U.S. MILITARY AND
FEDERAL CIVILTAN RETIREMENT SYSTEMS

In addition to the U.S. military retirement system, with
which you are primarily concerned, there are several other re-
tirement programs for Federal Government employees. From among
tﬁese, you asked that we provide information on the special
f%atures of the Civil Service Retirement System designed for
p%otective services personnel (law enforcement officers and
f#refighters) and air traffic controllers, as well as personnel
c%vered by the Foreign Service Retirement System.

? In order to gain an appreciation of the nature of the
rktirement programs for individuals from these groups, it is
u@eful to define the retirement rules and benefits applicable

for the vast majority of other Federal employees.

The civil service retirement
system for general employees

§ The general features of the nondisability Civil Service
i
Retirement System, by far the largest of the nonmilitary

1

4ystems, are optional retirement at age 55 with 30 years of

! 17



service; age 60 with 20 years of service; or age 62 with 5 years
of service. Benefits are calculated on the basis of the average
of’the high-3 salary years and are the sum of (1) 1.5 percent of
average high-3 salary for the first 5 years, (2) 1.75 percent of
average high-3 salary forbthe next 5 years, and (3) 2 percent

of average high-3 salary for all years of service over 10, with
a maximum benefit of 80 percent of the high-3 average salary.
The system is contributory, with civil service employees paying
7 percent of salary. Current employees are generally not
cévered by social security, but they do contribute for Medicare
bénefits. For employees who do not complete full careers, re-
tirement benefits are vested at 5 years of service, with a de-
férred annuity available at age 62 if they have not withdrawn
tﬁeir contributions from the fund. For all retirees, benefits
a%e adjusted annually on the basis of changes in the CPI--except
f‘r fiscal years 1983 through 1985 when there is a temporary
lpmitation on COLAs for retirees under age 62. (Appendix II
c?ntains a more complete description of the Ci&il Service
Rétirement System, )

What is less well known about regular civil service
rgtirees is that over the past 10 years their average age for
v%luntary retirement has been 61. This compares to an average
Aetirement age for military officers of 46 and for enlisted
éersonnel of 42. Also, a civil servant retiring with 30
C

18



yeérs of service (at age 55) will receive only 56.25 percent of
hié average high=-3 salary, whereas a military member retiring
with 30 years of service--usually at age 53--will receive 75
percent of terminal basic pay--about 62 percent of his final
Basic Military Compensation (basic pay, basic housing and
subsistance allowanées, and ‘tax advantage) which is often
regarded as the military equivalent to a salary.

These differences in retirement ages and benefit percent-
ages considerably reduce the expected lifetime earnings that a
military retiree could expect to receive if he or she was subj~-
ect to the normal retirement provisions of the civil service
system. In figure 5, we used current military rates of pay to
e%timate what the total retirement earnings of a military
rétiree would be if the retiree was subject to civil service
r?tirement rules. (Supporting data for figure 5 are shown in
t%ble 2, appendix V.)

t
P

Because the civil service system does not permit retirement

1

with immediate annuities at the average age of military retir-

|
t

ees, we have assumed that retirees with 20 years of service
wbuld retire at the same age as they do presently but would not
receive annuity payments until the civil service eligibility
aﬁe, that is, at age 62. Similarly, military retirees with 30

ﬁears of service are assumed to retire at age 49 (enlisted) and

#ge 53 (officer) but not to receive retirements benefits until

| 19
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ag% 62. We realize that this notion of a deferred retirement
bénefit varies considerably from current military personnel
pﬁactices. Nonetheless, we offer these estimates as an illus-
tﬁation of the large financial consequences of differences
bétween military and civil service retirement provisions.

Except for the annuity deferment, the calculatioﬁs for
figure 5 are based upon the same assumptions as those used in
table 1. Chief among these assumptions is the use of Basié
M?litary Compensation as the equivalent to the civil service
s%lary for calculation of the retirement benefit.

Under civil service rules applicable to general employees,
military lifetime retirement earnings would be reduced drama-
gically~~about 60 percent for retirees with 20 years of service,

Jbout 4b percent for officer retirees with 30 years of service,
jnd about 50 percent for enlisted retirees with 30 years of
4ervice. Because enlisted persons retire at younger ages than
%fficers, reductions in estimated lifetime retirement earnings
%re greater for them than for officer personnel.
bhe civil service retirement systems

for protective services personnel and
air traffic controllers

While such lifetime earning disparities could exist for
@ilitary retirees subject to civil service retirement rules,

‘there would be almost no reduction in lifetime earnings for

|
1
|
|

military retirees subject to the special rules for select civil

}servants in occupations which are considered highly demanding.

| 21



For example, two special plans--one for protective services
Claw enforcement officers and fire fighters) personnel; the
other for air traffic controllers--both permit retirement with
immediate annuities at age 50 if 20 years of service have been
completed. (See appendix II, p. l.) An air traffic controller
may retire at any age if he or she has completed 25 years of
service. The average retirement age of protective services per-
sonnel is 53 and of air traffic controllers 52.5. The average
ége of all military retirees is 42.5.

Although their benefit formulas differ, both special plans
provide a benefit of 50 percent--or 2.5 percent per year--of the
5igh—3 average salary for 20-year retirees. After 20 years of
§ervice, however, practices differ. For the protective services
%ersonnel who stay beyond 20 years, their retirement multipliers
fre increased by only 2 percent a year, rather than the 2-1/2
?ercent earned during their first 20 years of service., 1In
Lhe case of air traffic controllers, the reduction in the rate
of earning retirement multipliers is more dramatic. Air traffic
Eontrollers receive the same benefit multipliers as general
civil servants, except that their minimum benefit percentage is
@o percent. Thus, air traffic controllers retiring at 20 years
Ef service receive 50 percent of the average of their highest
3-years salary rather than the 36.25 percent general civil

servants would receive. For such personnel who stay beyond 20

22



years, no additional multipliers are earned until they have
completed 27 years of service. 1In effect, withholding the
earnings of multipliers for the 2lst through the 27th year of
service restores long-service controllers to parity with other
civil servants, while the provisions allowing controllers to
retire with 50 percent after 20 years of service provides an
incentive for controllers to leave the system at that time.

As seen in figures 6 and 7, the lifetime retirement earn-
ings of military personnel retiring under the provisions of the
ﬁrotective services or air traffic controller's special plans
would approximately equal those received under the military
retirement system. (This lifetime retirement earnings estimate
assumes Basic Military Compensation 1is an app;opriate earnings
%ase for benefit calculations.) While the lifetime earnings for
io-year retirees in both civilian special plans would be
%lightly less than those received from the military system, the
#ifetime earnings for 30-year military retirees under the pro-
éective services plan would exceed those from the current mili-
&ary system. At the same time, however, the lifetime retirement
garnings for 30-year retirees under the air traffic controllers'
ﬁlan would be less than currently received.

Because the lifetime retirement earnings for the three
roups are so similar, the chief distinction between the mili-

ary system and the plans for protective services personnel and

ir traffic controllers is the contribution rate. Protective

| —
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Qervices personnel must contribute 7.5 percent and air traffic
éontrollers must contribute 7 percent of their salaries; as we
have discussed earlier, military personnel are not required to
ﬁake contributions.

The Foreign Service Retirement System

The U.S. Foreign Service Retirement System provides greater
benefits than those received by the mgjority of civil servants,
but not quite as great as those for military personnel, protec-
tive services personnel, and air traffic controllers. .Foreign
éervice personnel are eligible for retirement if they are age 50
br above, after 20 years of service. Nonetheless, the average
%oreign service retirement age is 56.5 years.

5 The benefit percentage in this system is 2 percent of the
%igh»B average salary for each” year of service. Thus, the
!Zo-year retiree would receive a retirement income equal to 40
ﬁpercent of his or her high-3 average salary. The maximum
fbenefit percentage is 70 percent. In most other respects, the
iforeign service system is similar to the general civil service
:system: contributions are 7 percent of salary, deferred
annuities at age 60 are available after 5 years of service,
jretired pay levels are adjusted annually according to CPI

|
}changes, and retirees under age 62 are subject to the temporary

'restrictions on COLAs. (See appendix II, pp. 2 and 3.)

26
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For the foreign service system, the choice of an
abpropriate earnings base for retirement benefit calculations
i$ difficult. While assigned in the U.S., foreign service
personnel receive a straight salary. While assigned overseas,
this salary is supplemented by allowances. Because of the dual
nature of the foreign service pay system, we present two compar-
isons in figures 8 and 9 the first using Basic Military
Compensation as the earnings base; the second using military
ﬁasic pay as the earnings base.

As shown in figure 8, if military personnel were to retire
@nder the foreign service system and assuming Basic Military
@ompensation is the appropriate earnings base, the lifetime re-
iirement earnings of 20-year retirees would be reduced about 20
Fercent. However, the lifetime retirement earnings of 30-year
retirees under the same circumstances would be virtually

unchanged.
f

Lifetime retirement earnings reductions are even greater if

|
}military basic pay is assumed to be the appropriate earnings
|
'‘base (see figure 9). For 20-year retirees, lifetime retirement

I
'

‘earnings would be reduced more than 35 percent. Lifetime

‘retirement earnings for 30-year retirees would be reduced about
j20 percent.
|

JSummarz
r

There are both similarities and differences between the

U.S. military retirement system and those other Federal special

plans and systems we examined.
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In terms of similarities, all the plans and systems we
éxamined, except for the provisions guiding retirement for
fegular civil servants, have provisions for 20-year retirements
at ages less than 60, and most would provide nearly equal
lifetime retirement earnings. Further, under all the examined
special plans and systems, there are provisions for yearly
COLAs to retirement benefits, linked to changes in the CPI.

In terms of differences, however, the military system
pffers more distinct advantages. Military members can retire at
%arlier ages than under any of the other sbecial plans and
éystems; their basis for pension calculation (terminal pay
}ather than high-3) is better; they receive higher multipliers
3(2-1/2 percent/per year) for service beyond 20 years; and, pri-
%arily, they are not required to make contributions to their
retirement funds.

In sum, then, while the provisions for protective services
lpersonnel and air traffic controllers are the most similar to

‘the provisions for military personnel, the military retirement

‘system in total is more advantageous.



COMPARISON OF THE U.S. MILITARY
RETIREMENT SYSTEM WITH THOSE OF
STATES AND LOCAL GOVERNMENTS

A comparison of the military retirement system with those
for State and locally-~employed law enforcement officers and
firefighters also provides useful insights concerning the
relative generosity of the military system. As a basis for this
comparison, we have examined the retirement systems operating in
five States and three large U.S. cities, selected on the basis
of the availability of data rafher than a statistically rigorous
design. Thus, while our comparisons are not generalizable to~
all States or cities as a class, they nonetheless illustrate the
existence of major disparities.

A general comparison between systems

1

In the interest of time, I will not recite the detailed

|
*etirement provisions of each of the five States and three

?ities we reviewed, Appendices III (State Plans) and IV (Local
%lans) provide a full listing of these specifics.

f Instead, my discussion of disparities between the military
%nd Sﬁate/local government systems will be presented in the con-
#ext of a composite retirement system for State and local pro-

Fective services personnel, based on our assessment of the eight
1

| .
Fystems examined.
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A composite retirement plan for such State or locally-
émployed personnel would permit retirement with an immediate
annuity at age 50 after 20 years of service. The retirement
annuity would be calculated on the basis of 2 percent for each
year of service and the average of the three highes£ salaried
years. In other words, such personnel could retire with 20
years of service on an annuity equal to 40 percent of their
average pay for their three highest salaried years. The maximum
benefit payable would be 65 percent. Participaﬁts would receive
é vested benefit after 10 years of service, and benefits would
hot be integrated with any social security benefits which might
be earned. While retired pay adjustments for State and
municipal systems are frequently less than the full CPI, for our

komposite we assumed that COLas would be linked to the CPI.
1
{Also, employers would contribute 8 percent of their salary to

the retirement plan.

Comparison of lifetime retirement earnings

; Would members retiring under provisions of the U.S.
jmilitary retirement syétem increase their expected lifetime
fearnings over what they would receive under the composite system

for State and local protective services personnel?

|
5 A comparison reveals that the benefits received under the

imilitary retirement system would be substantially greater. For

example, the expected lifetime retirement earnings of an

: 32



about 27 percent less than would be received under the military
system. A similar comparison for the officer retiree with 20
years of service shows the composite system would pay about 21
percent fewer retirement dollars over the retiree's lifetime.
Decreases in lifetime earnings for retirees with 30 years of
service, however, would be much smaller.

Whereas this comparison provides a general guideline for
system differences, an examination of the eight specific systems

provides greater details of lifetime earnings disparities.

Figures 10 through 13, which illustrate the magnitude of the

lifetime earnings differentials, assume military retirement

occurs under the provisions of the various State and local pro-

tective services plans listed. They also assume that Basic

Military Cémpensation is the equivalent of a civilian salary and
is used as the earnings base in the retirement benefit formula.
As was the case previously, where a system applies a minimum age
restriction to retirement eligibility, we have assumed the mili-
tary member retires at the same age as under the current mili-
tary system but does not begin receiving annuities until the

minimum age level is reached.

33



ve

WA rOT MO NOZrncoxTH

COMPARISON OF LIFETIME RETIREMENT EARNINGS
FOR ENLISTED PERSONS WITH 2@ YEARS OF SERVICE

UNDER VARIOUS STATE AND LOCAL RETIREMENT PLANS
61%1% .

SP0 —

400 —

300 —

288 —

100 —

N/A: Retirement at 20 years of service is not permitted in these systems.

01 2an3tg



Se

NAD>rrO0 Mo WoZrPnucOI A

\)

COMPARISON OF LIFETIME RETIREMENT EARNINGS
FOR ENLISTED PERSONS WITH 38 YEARS OF SERVICE

UNDER VARIOUS STATE AND LOCAL RETIREMENT PLANS
$151%

SPB —

400 —

300 —

11 @and1yg

200 —

100 —

% l I I l I T T T I
~ 5 5 \Y}
> W > N

< W $O S P
‘553»jL 1;&)Q§’ ‘A \5 W e;{\;q ‘§E5v55 ‘;esb A



9¢

NAD>FrOY MO OVIUZ>NCOT—A

COMPARISON OF LIFETIME RETIREMENT EARNINGS
FOR OFFICERS WITH 28 YEARS OF SERVICE

. ZEBUNDER VARIOUS STATE AND LOCAL RETIREMENT PLANS
Q

1,809 —

808 —

600 —

Z1 ?an¥1yg

400 —

288 —

N/A N/A
%) I I ] I T I I I I

N 5 Y s s ~ 5 <
\;&’\ F?\ \;&$O'& \(\\>§5P \/PX\ Og\ p\V\ N ?§& C‘S:\ Qﬁ,\f’ g\’\\/
: NS <\ ‘5 N YQE;C\/ \sﬁb‘“ c Ny <
V) <?€5§, Y& O

N/A: Retirement at 20 years of service is not permitted in these systems.



— Bdc

— 0y

— Y9

Figure 13

— 008

eoa |

FIODOWVALCZAaYw OL o0 JdJdgSxw

| ‘ 515!
SNV'1d INJWIAT 134 7TV3071 ANV JLVLIS SNOIAVA A3ANN
d3TAd3S 40 SAVIA Q€ HLIM Sdd3I440 204

SONINAVE INFWIAT LS JWILIHAT T 40 NOSIAVAWOD

37



The largest difference between expected lifetime earnings
computed using the current military system and the alternative
protective services plans occurs for retirees with 20 years of

service. Of the eight systems examined, only one--that for

Montana highway patrolmen in the case of enlisted retirees

only--would pay lifetime earnings above those of the military
system., Two of these systems do not even permit retirement at
20 years of service., However, after 30 years of service, most

pf these plans pay lifetime retirement benefits which are
bomparable to those received under the current military
%etirement formula. Only one of these plans--that for Kansas
Eprotective services personnel-~-would pay lifetime retirement

v

;earnings for 30~year military retirees appreciably less than

received under the current military formula.

|
|
jSummarX

A comparison of military retirement provisions with the
retirement provisions for select State and locally-employed law

,enforcement officers and firefighters highlights certain

i
‘similarities and differences. For example:

° Military personnel and most protective services
personnel can retire after 20 years of service.

° But most of the protective services personnel cannot
retire until age 50, as compared to military members

who can retire without any age limitation.
° The average retirement ages of protective services

| personnel in these systems were between 50 and 55 as
f compared to the average military retiree's age of 42.5.
|
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®* Most of the benefit formulas we reviewed provided an
annuity of 40 percent of the high-3 average salary
after 20 years of service as compared to the military's
formula which pays 50 percent of final base pay.

® All but one of the systems we reviewed were
contributory as compared to the noncontributory

military system.

° In contrast to most of the State and local systems
examined, the military system provides greater life-

time earnings.
In sum, then, although the State and local systems in

aggregate appear to be more similar to the military system than

the other Federal special plans or systems examined, the

military system still appears to be the most beneficial for

participants.

CONCLUDING REMARKS

As we all realize, the military retirement system has been

studied, examined, analyzed, and criticized over the past decade

and a half by a multitude of groups, committees, and commis-

sions. And, the system is once again being examined in depth

by the Fifth Quadrennial Review of Military Compensation. Fur-

ther, numerous reform proposals have been made, including one of

your own, Mr. Chairman, and several have been introduced as

legislation.
Much of this attention given to military retirement has
come about because of the magnitude ¢f retired pay costs.

Twenty years ago, in 1964, retired pay outlays amounted to $1.2
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billion=--about 2 percent of the Defense budget==-whereas in 1984,

outlays are projected to be $16.8 billion--about 6 percent of

the Defense budget.

In our view, these previous attempts at military retirement

reform have failed, in part, because:

l.

Prior to beginning these efforts, all parties
concerned--i.e., the military services, top civilian
Defense officials, the Office of Management and Budget,
and the Congress—-have not agreed on what the
controlling objectives of the military retirement
system should be and what fundamental compensation
principles should guide the work of the study groups.

(This is not to0 say that the the study groups were not

-guided by specific objectives, but rather that all

parties affected had not bought into the specific
objectives or principles adopted by the study group.)
These efforts have concentrated on only one element

of the total life-cycle cost of military manpower,
i.e. retired pay, and usually have focused only on the

growth in outlays rather than on accrued costs.

Most people, both critics and defenders of the current

system,

seem to agree on at least one point; that is, that the

framework of the retirement system should be structured to

accomplish specific objectives.

Critics and defenders begin to
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pért company, however, on the qﬁestion of which objectives of
tﬁe military retirement system should be controlling. Some
critics of the present system assert that the primary or
controlling objective of the nondisability reﬁirement system
should be the care of those who, because of age, are no longer
capable of performing military duties. Defenders of the current
structure contend that the system is not, and should not be,
primarily an old age pension program, but rather that the
retirement system should serve as a force management tool.

If the primary and overriding objective of the retirement
system is to forward military force management, ‘as most DOD
§fficials maintain, then the first judgment to be made in
gtructuring a retirement system has to do with the shape of the
;bjective force profile that will best help the military achieve
jts mission,

E Some critics of the current retirement system structure
$gree that the force management objective is a consideration,
ﬁut contend that whatever force profile or career retention
patterns the services want can be achieved more effectively and

at less total cost by using other components of the compensation

package which are, first, less rigid and, second, perceived by

1
i
!

Fany members to be more valuable than future retired pay.
The information which we have presented today suggests that

any retirement system structures are being used for work forces

.

not terribly different from the U.S. military. That the current
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military retirement system is more expensive than most of these,

as we believe to be the case, is not necessarily evidence that

it should be changed. Rather, change should occur only if-the
differences observed do not foster the controlling objectives
which you identify for the system to fulfill or if the change is
shown to be the least costly alternate--in terms of both life-

cycle and accrued costs~-for achieving these goals.
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APPENDIX I

(OPRIIN (F MILIINY FETTRRENT SISIRG IN THE

APPENDIX I

UNIIED SIAIES AD N OIHR (OINIRIES
INIIFD SIAIES ABIRYIA A FRNE INFL SWIFT INKN UNFEED KINODEM WST GRAY
Owerview

Coutzy Rpulaion 26,000,000 15,000,000 2,30,00 5,200,000 3,900,000 263,800,000 5,580,000 61,720,000
Active Dty Size 2,KB,612 72,00 8,00 577,84 181,50 5,285,000 &/ 37,90 45,00
Active Dty a8 Feroat

of Rypulatin X K54 F 1.1z 4 /4 KA .4
Carerists as Feroat

of Active Rxce 14 9ax 9% 5% 1% DY | $4:4 1%
Roaly Reserve Size 1,718,890 3,90 2,00 35,50 30,00 9,5/,00 g/ 195,80 20,00
Retired Pay as Raroart

of Ieferee gt |7.1(0982) 6. 7(1983) 5.7% 6.7 16.1% ot amilble 3 4% %
Defiree Briget &
Rervart: of QP 6.9 2.8 1.9% 4% KA 4 167 A 4%

(1983 (1981) (19D (1981

affrchses military soourity firces of the MID and BB,

Bfrchsies aomiissioned officers, career verrat: officers and NIk,
c/Estimted total coscripts relessed into the active reserves in pest 5 years and abject to imediate recall.

d/Pay is based on rak, position, ad dity station.
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COMPPRISON OF MILITARY RETIREMNT SYSTEMS IN THE
UNITED STATES AND SEVEN OTHER OONTRIES

Nordisabl f ity
Ret i rement

Muninum Years of
Service (YO5)/Age for
Avulty

Offlor

UNITED STATES

20 YO5/mo mintnum
agp

ASTRALIA

. {20 YO6/ro minimum

20 YO5/ro minkmm
e

25 Y6/xp A5
Ratiravent botween
between 10 and 20
Y05 by parmission of
losfanse Mnistry;
amulty defared to

age 60,

a, 2 Y5 with spo-
clal parmission
from the Ghief of
Staff,

b. 25 yexrs of

carear sarvioe,

c, agp 55 ad 25
Y%, inctuding 10
years of career
sarvios,

d, agp 0 ond 10
yexs of savice,

o, matars
discharged at age
40 or ahove with
10 yers of
carear sarvice In
aMitin to 3
years oonser iptivel
timo,

SOVIET LNKN

;smsf_//agam
o 20 X5/age 40; If
dischargad tecause
of reduction In
foros, 1iiness or
por health, If
under age S0
recsives X peroant
of pay and (f ovar
age 50 recelves 40
paroart,

INITED KINGDOM

YEST GHINY

16 Y5/agp B

iOnly persomnel with)
i et fme coreer
servios oorvivacts
retire, long-term
volurtears who havel
Fnof aoquired carear
|status mst leave
sarvios ty age 40,
Minimum oligibl | Hy]
requirements far

/25 year of aredible service-speciflc types of assigwents acoslerate ionglvity for each year of sarvioe,
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COMYRISIN OF MILITARY RETIREMINT SYSTBG IN THE
UNITED STATES AND SEVEN OTHER CONTRIES

Entisted

YOS required for full
avulty

Offlcer

Entisted

INITED STATES

ABRALIA

20 YO5/no mintmm

2D YO5/no minimum
agp

0-8 wp - 2 Y5/ape
%

0-7 - 20 Y5/a0p 52
0-6 - 20 Y0O5/age 0
0-5 - 20 YO5/age 45
0-1 to 04 - 20 Y05/
age 42

Note: My refire

fwith 20 Y05 botow

minimm retiremnt
age with immediate
avuity, tut anulty
reducad by 3 peroant
for each yeer below
minimum age,

2 Y5

2 YO5/no minimum

0-6 - 20 YB/age 55
0-5 - 28 Y05/age 51
0-4 - 28 Y05/ag0 47
0-3 - 28 YOS/agp 45

Sgt. and above-30
Y05/ag8 50
(Oorparal and telow—
25 W5/age 44

FRACE

15 Y5/ Including
civil servics time,
no minimm age;
eligible for
Inmadlate reduce
anunity,

ol 0]

15 Y5

IPEL

Same 25 above,

Same as minimm
Irerents
descr ited atove,

SOVIET tNION

Sare as atovo,

Var-fes with duties
held tut fyploatly
25 Y5 Is the avar-
agp time required,

Same a5 alow

ANITED KINDDOM

WEST GERMNY

2 YO/ agp

16 Y05 fromage 21

22 Y5 fromage 18

Crexr status:
10 X5/age 0

35 Y8
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OOMPRISON OF MILITARY RETIREMEINT SYSTBG IN HE
UNITED STATES AND SEVEN OTHER QOUNTRIES

Mendgtory Ret irarant

Offloars

WNITED STATES

0-10, 09 - Age 62
normat s meocimm 64
0-8 - 5Syears In
gade o 35 Y05,
whichever later

0-7 - 5 years In
gade a 30 Y05,
whichover later

0-6 - 30 Y5

0-5- 28 Y05

0-4 - Twloe fall
prootion o retaln-
e to 20 Y05 if ~
within 2 years of

ol igibl 1ity; mexcimm
2 Y5

0-3 - Twloe fal)
praotion o retaln-
od to 20 Y5 If
within 2 years of
ofigibtlity; mexcimm
2 5

0~2 ~ Twloa falt
praotion o retain~
ed to 20 YOS if
within 2 yeers ell-
gibl ity

AETRALIA

09 - age 65
0-6 - age 55
0-5 - age 0
jO-1 1o 04 age 47

Over

it entored befare
Porll 1976
ot - age 55

LTC - age 51

M jar - age 47

tt, & Copt, - ap 45
It enter afte Ppril
1976 or if selects
new plan, all menbers
screenad at 0 YOS o
A yeers of agp,
Those selected In at
screening polt must
{retire at age 55,

0-1,2,3 - age 52
04 ~ agp M4
0-5 - age 6
0-6 - agp 57
0-7 - age 58
0-8,9 - age 60
0-10 - agp 61 or 62
(For Army persomel
anly; age varles
by service,)

ISEL

Law does not require
retiranant at a
jmexcimum age,

SOVIET INKON

Jr, it to Opt, -
age 0

{Myjor to L1, Oot, -
agp 45

Dl - ap 0

Lt, Gon,, Vice Adm,
-@5

i, Gn,, Adm, -
age €0 &f

ANITED KINTIOM WEST GERMNY
Ay, Mrines, and  |Sam as minimm agel
ANr Foroo; age 55,  |requlrerents,
Msst mehe M jor Gon, - age 60
within Gyswrsa [06-ap B
Is foaroed fo 0-5 - agp 5%
retire,) 04 - agp 54
Novy: Jo3 - ap 52
Oopt., age 55 or
9 yeers in grade,
which ever sooner
(aR,, agp 53
1+, Odr,, age 48

&/Maximum permissable age Ingrade far active duty, not retiremant, An additionel 5 years of acthe duty may be permitted undar requiations issued by the Cuuncii of Mnisters,
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OOMPARISON (OF MILITARY RETIREVENT SYSTEMS IN THE
UNITED STATES AND SEVEN OTHER OOINTRIES

Oalasistion Fomula

NITED STATES

2 1/2 percent of
taslc pay far each
Y35, |s8., D0 pa-
oot of hesic pay
for 20 Y5 subject
to a meximum of 75
paront of heslc pay
fa 30 ar more years
of servios, (This
Is equivalent fo an
average of 3 to 55
paroant of Baslc

M HHtary Compensa-
tion, dofined as
besic pay, besic
allowenoes for quar-
tars and subsish-
anoe, and the tax
advarrtage acoruing
from non-taable

al lowanoes, )

ASTRALIA

Retired pay as

a peroant of

N .., B
3.0
3,590
3.0
3,59
41,00
2.9
4.0
45,75
47,50
8.5
5.5
53,25
55,50

8%83&&%&&38@ENHNR&BBB|§

Offloar banefits
reduced by 3 peroent
for each year below
minimum retiravent
200,

AR
2 parvent of tese
{pey multiplied by
Y5, Not to exsed
70 percant of tese
oy,

Lilist 3
{Ratirarent tesed on
lovel, length, and
nature of sarvice,
Servicamanbers soorue)
"fiquid amuitiest
for years of servios

Thess are relrtursed
at the rate of 2
percant. of bese pay
1o a maximm of 4
"arutties™— | g,
80 peroant of bese
pay, Pensions 10
percent higher for
those who ralsed at
least thres
children,

1SRAEL

2 percart hese pay
multiplied ty YO5
ot to excead 76
parcant of bese
pey. (3 percatt of
bese pay for

and nature of duty, Jlnnarmsmfy.)

SVIET ININ NTED KINGDOM WEST CERMWNY
50 parcent salary for|Offloars; 5 peroent Parcent of
5 Y6 plus 3pa~  lactive duty salay |5 Base Py
cant far each addi- }for high 2 Y05, 10 - 35 paroart
tioal year not to  [This salary Includes |2 - 55 paroent
eosed 75 paroatt of |tess pay and all X ~ P paoart
tese pay, othar aliowances, 3% - 75 paroent

8.g., hausing, (Mcimm)

Enlisted; 33 peroent
of active duty
salary fa- highest
gade held,
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QOMYRISIN OF MILITARY RETIREMENT SYSTEMG IN THE
UNITED STATES AND SEVEN OTHER QONTRIES

Catasiation tese

Lmp Sum

UNITED STATES

For those erering
1he servioe befare
9/8/80, tesic pay
oquals farmina!
pay, For those
artaring after
9/8/%0, teslc pay
equnis the avarage
of the hich 3 years
of sarvice,

None

MISTRALIA

Calcuiation tase Is
1mluun salary for
grade on date of
tarmination regard-
less of Y05,

My comte up to
four times amwal
pension to lump sum
Ppaymam’; furp sum
taed at X0 par-
cerrt, Ranslon
reduced eccordingly,

o
[Calaulation bese |Is
2n average of 6 baest
ansaeartive yexs!
safary,

Sevarance pay of 7
days salay for each
Y5 to 210 days,

FRACE
The pay rate used is
the highest pay held
for last6 nnitts
tefare retirenant,

IFAEL

Terminal btesic pay
In effect when
jmerter retives,

_hbymmufeﬁpe»

oant of 1ife expect-
ancy value, (Tax
free,}

SOVIET UNICN

NITED KINGDOM

WEST GERMNY

Calculated based an
terminal pey.

(Oalculation bese Is
avarage sslary far
highest rerk hatd
for 2 yemrs,

Terminal gant of
three times avuel
ﬂpaslm tax freo,
Additioe! gant of
w to 50 perost of
|{fe-time persion
mey be approved for
oftlors, This
reduoss regular
pension pay, Othar
restriction apply
for enlisted mem-
ters,)

[Caiculation tese Is
Finsl and duty
[station attowence,

{Gomutation provi-
sian enal fabfe, tut|
rarely usad,
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COMPYRISON OF MILITARY RETIREMBNT SYSTEG IN THE
UNITED STATES AD SEVEN OTHER OONTRIES

Conritutary
Retlrement Systen

Vesting

INITED STATES

o

Marbers becams oo~
ditionably entitied
fo retired pay after
20 B, suhject to
recall, varlas
other enployment
resirictions, and
the thiform Code of
Miitary Justios,

ASTRALIA

5.5-percent of sal-
UY.

Mrters becom ent -
tled to recalve
retired pay upon
aopletion of 20
Y6, (15¥5 for
{ate-avtry offloars,
le., such as mdl-
cal pasonel,)
Subject to recall,

oA
7.5 paroant of sal-
ay.

Less then 10 YO
rrvhmofmﬂrlm-
tHon; more then ©
Y05, defared anmu-
tyatapp 0 o
retun of ocontrity-
tion, Reduced
Inmedate amulty at
20 Y5, tut reduoed
5 percent foar each
yeer bolow retire-
mant age for rank,

Riiint
6 parcent of tese
PBY.

After 15 Y5 for
enlisted and 25 Y06
for offlcers.

1SRAEL

After 10 years of
carear sarvice In
addition to 3 yeers
of aonseriptive
sarvioe, Subject to
recall,

SOVIET LNIKN

Afta- 25 Y05,

{rove at teast 5 W6
and have attained
agp 5 are eligible
for "presarved”
pension at 2 reduced
rate at age 60,

NITED KINGOOM YEST GRMNY
N to
Servicamaters wo  JVesting at 10 Y05,
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COMPARISIN OF MILITARY FETIREMEINT SYSTEMG IN THE
UNITED STATES AD SEVEN OTHER OOLNTRIES

Qost of Living

Ad justment for
Avuslty

NITED STATES

ASTRALIA

Retired pay Is
adjusted avslly on
{Mxch | tesed on the
CPi, However, as
a resuit of

[AL 97-253, retiress
wder age 62 cn the
eftective date of
the increase far
tiscal years 1983,
1984, and 1985, will
receive onty 1/2 of
+he projected CP)
far those years plus
the amount by which
the perocartage
Increase In achsl
CPi encosads the pro-

Jected CPY, These
over 62 wilirecelive
the fuli CGPI

Inarease,

Ad justed each July
on tesls of aonsumer
price index,

ONOA
If retires Is at
least agp 55, and Hf
ambined age/MOS
totals 85, then
lretired pay adjusted
amually on tesis of
Pt

ity
Indewvid to infla-
tion, Raised with
tese pay, usually
every 3 nonths,

1SREL

Indeved fo infla-
tlon, Retlired pey
adjusted overy 3 fo
4 meriths,

SVIET INION

Not Aallable

NITHD KiNGOOM WEST GERMNY
N adustment prior  |Adjusted along
toag 55, At age jwith active pay
55 retired pay increeses, tesed on
adjusted for amila- [awunts negotisted
tive inflation rate with unlen,
prio to age 55,
ad, thareafter,
ad justed ammually an
tesis of CPI,




UNCIED SIAIES AD VN OHER ILNIRIFS
UNIIED SIRIES ABTRALIA A RNE NN, SOVIET INEN UNITED KINDM WEST GRAY
Tnegratin with |, social sty [¥es, militay p-  [¥es, military pen- I!smalsmrny'bb srnalssnnty ¥es, servicamen mst {Pb, social ssarity [No, maber recetves
other goenmat is corpletely alli- |simisoffet by [simisoffeetby |pwys formaemity |inexrance isoom-  |doose betveen mili- pa,nmsageﬁi {social seurity
amnuities tive. Hewer, off~ JAstralian social  [Caadian pasion jexpenees, disability (pletely aifitive st Jtary aniity add |aremade imbpend-  [anlly if hefdre is
Isetpgr;mvisim marare systen. |plan, wen retinee  |psias, ad s {ap 65. mmparmm of, ad athitive eligible fox
exists for Raderally baoones eligible.  fvivars berefits to if eligible for tn,m.h!aypen— &txyrd:ne-
arployad retirees, Retired pay redoad  [suevivoes of active both. Ision, Offeet des .
ad retirees raoeiv- &t g 65 by aout  [duty persorel. gply to civil
g VA disbility receivad under aplonet, howeer,
Fpanim. Caadizn parsion
jplan.
Frirge barefits  |Gomiissary, B, and |Astraliates ro B [Retirees lose medic k:msemimy Holth care ooversd [ If servicamen hae hedlth care [Naionel henlth
(ealth PX, ad rereationl farili- lar comissay. cal and dental bere- [facilities fir PX junder cotributory  {recefved high hao, {plan payrerts are plan fior all
other sexvices) ties. Madical Retirees ot pro-  {fits. Retirees mst |and recreation. uiion berlth plan,  |they are ertitled to chixmdfmnmm-ﬁvm Retimad
cae—d sarvice  |vided health care at [switch to a health . a}hn:mlperm duk, pay o healthy
frcilities if amil- military fcilities, joare pla at their livirg spae, medi- marare. Wst
le ad if ot bt mst participate {on epase,  After cal care, ad livirg Gmary hos ro PX
availsble under in cotrihutxy e 65 all madical lepases, ar comissxy
GIMAE thragh irare-type pro- cae is firee. |system.
civilian providers,  jgram. |Retain cownissary
ad exharge privi-
leges, bt it a
practical berefit
anly located in
vomote aress.

10
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COMYRISON GF MILITARY RETIFEMENT SYSTEMG IN THE
UNITED STATES AD SEVEN OTHER OOLNTRIES

Surviver Benefits

Post-Ratirement
Restrictions

LNITHD STATES

Yes autaretic unless
retires olacts not
1o participate,
Contritutary,

Soclal Searity also
{pays deaths bene-
fits,

Suhject to: recall,
M), dusl compensa-
tHon clvi! servios
pay limitation, ad
forelign govarmment
entity employment
restrictions,

AUSTRALIA

Widows of retiress
recslve 62,5 parcant
of marbers retired
pey. Dependant
chilidren recelve

sl ler parcarttage,

Some minor 1imita-
tions on post-

ret frement amploy-
mentt,

ONOA
Supptarartay Doath
Benaf it Plan, a con-
tritbrory plan, pro-
vides tar tae-fres
lurp sum paymant
tesed on pensionable
jarourt, Atso,
widows entitiad to
furp-sum desth heno-
£+ under Caradian
{Rension Plan and Otd
Age Searity,

Encouraged to Join
reserves, No
requirerent,

FRANCE

Surviving spouse
lrecelves  the pansion

payment of the

jretired service-

mnba, Death
gatulty pefd by
soclal searity,

H iness covered by
soclal seoulty,
mli{tary Insuranoe
fund payment in case
of service-related
death,

Al | able bodled man
suhject to callp
uttll aga 35 for
oorbat and to age S0
for other duties,

IRAEL

Yes
Autaretic
Contribrtory

Subject to recal! uwp
fo age 55.

SOVIET ANION

Famlly oan receive
retires’s pensian If
death oars within 3
jmonths, family can
stiil oollect i
death was service-
aomected, o If
spouse camnot wark
due to Hiness or
age.

None Known

WNITHD KINGDOM WEST GERMWNY
Servioa-aormected Survivars recsive al
denth entities s~ |pansion that verfesi
vivar to up o 90 with marher's
poroartt of maximum  {length of service,
pension for rank gade, and muvber
regardiess of length {of minor chiidren,
of servioe, Widow receives &0
Savivars of other  |paroent of marber's)
active or retired  {retired pay, plus
recsive ) parcert {12 percent for each)
of pensicn, chitd, This Is an
Surviver benetits waﬂmuﬂc, non-
are non— aohr i utory sur-
antritutary, vivar benefit plan,,

Suhject to remil up
to age 55, depending
on age at retire-
ment, Recall at
Individm!'s option
atove agp 55, -

Subject to remali
Yo agp 60, Pernsion
raduced, if retires
acoepts govermment
arployent,

13
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APPENDIX I1

OVBRVIEW
Employees
Ratiress

frrwal Banof ih—
Fiscal Yeer 1982

NONDISBILITY
RETIREMNT

Mnimm Age and Years
of Service (YOS)

”~0

CIVILIAN RETIREMENT COMPARISON
FEHIEBRAL GOVERNMENT

Civit Service Retirement System

2,699,993

o 8%,23

&/ $11,200,000,000

Opticnal retirement: age %5 and 30 Y05,
age 60 and 20 Y5 and age 62 and 5 YOS,

Involuttary retirament: age 50 ad 20
Y05 or any age and 25 YOS,

Optiore| retirdrent: age 50 with 20 YOS
as a law enfarcament offlcar o

firefigter, :

Inolurary retlrement: same as for
clvil sarvice,

Hezardous Duty

71,048

18,489

$434,650,000

a/bcludss Imolutary retiress, hazardas duty, air traffic corroliers, and disabl Hity retiress,

Involurtary retivevent:
clivit servioa,

Alr Traftic
Contvol lar

13,564

1,29

$27, 300,000

sam as for

APPENDIX II

Forelgn Service

11,40

1,63

3181, 146,000

Optael retirematt: age S0 with 20 Y05 (ptional retirement: age 0 with 20
as an Air Traffloe Gonfvoller o any age Y5,

with 25 Y05 as an Alr Traffic

Confroller,

Discortinued servios

Eligibility: All offlcers and staff
fal ling to be pranoted within a pre-
scrited perlod of years or falling to
meot established stendards of perfam-
ance are selected cut and recelve tene-
f1ts depending on thelr class, Senlar
Foreign Service offlors are entitied to
a lmmadiate anwity regardless of agp
o length of sarvice at tim selected
ast, All other temred offlicas and
staff menbers are retalned in sarvice
urtil age 50 ad 20yer requirements
for en Immdiate amulty are met,



Mendatory retirement

Avarage age at
retirement

Benefit farmula

Funding

Wsting

CIVILIAN RETIREMENT OMPRISN
FEERAL. GONGRMINT

Civi} Service Retirement System

Alr Traffic
Genaral_Enployess Hazardous Duty Cavtrol lers
None Age 55 ar 20 YOS whichever s later, A %6 regardless of Y5, Age exdunsion
Agp extension 1o age 60 in special 1o 61 In some cases,
cases,
61,0 for fiscal yeer 1982 (optional 53,9 years 32,5 years

ratirees)

High-3 years avarage nultiplied by the High-3 avarage pay X 2,5 paroent X 20 Pansion Is calaulated as higha of (1)

sunof : (1) 1,5 percant X first 5 YOS plus 2 parcent of high-3 avarage pay  amount produsoad by clvil service
years of sarvioe; (2) 1,75 paroant X X all servios over 20 YOS, Maximum Is famuta, or (2) 90 parcant of high-3
naxt 5 years of sarvioe; o (3) 2 80 percent of high-3 average salary. avarage salay. Maximm Is 80 peroent

percent X all years of servios over 10,
Maximum is 80 percent of high-3 average

of high-3 average salary,

salary.
Eployes contritution—7,5 peroant of Sam as for general ewployess,
Ewploves comtritution—7 pearoent of salary.
salay. Agency contribution—7.5 percent of
Agency antritution—7 peroant of salay. &/
salary. af

Same as for general enployees, Same as fa- general enployess,

Deferred amuity 1s aval lable at age 60
with 5 YOS,

a/In addition, amua! Govermment appropriationa and U.S, Treasury fransfars are meds to the fund,

2

Agp 60 ar 65 depanding on carear lenel, .

56,5 years

Two parcant of higr3 awrap salay for
each Y05, Maximum is X0 paroent of

high-3 average salary.

Samw as for clvil saviam,

Sae as far civil service,



Oostof-Living
Ad justment Frovision

integration with
Soclal Searity o
Other Goverryent
Pensions

Frings Benefits

Up-a-Qut Rrovisions

Civi| Servioe Retiremant System

-

Ganeral Enployess

Retired pay Is adjusted amustly besed
on the incesse In the CPt, (As @
result of AL-97-253, retirees under 62
on o effective date of the Inoreese
for fiscal year 1983, 1984, and 1965
will recelve only 1/2 of the projected
(P! for those years plus the amunt by
which the percarttage Increese In the
achal (Pt exceads the projected (PL,
Rotiress age 62 or over wiil receive
full achual CP! Ingresses,)

Nore,

Retiress may oontinue health and 1ife
Insurance coverage beyond retirement 1f
they maintain premiun poyrents, Limit
for 1ife Insuranoe coverage Is age 65,
Mxdicare Baref It aredlts exdended to
those retiring atter Janvary 1, 1983,

Payroll deductions hegen atter January
1, 1983,

e

Hezardous Duly

Same as for general amloyess,

Same &5 for general eployess.

Alr Trattlic
Confrollas

Sam as for ganeral emwloyess,

Sam a5 for general employess,

Fareign Servioe

Same a5 for civil service,

Sam as for clvil servioe,

Yes—twsad on perfowenm.
(See p, —Iinolurtary retlramnt,)



Special Banetits

Fesrretirement
Sxvivar Protection

DISBILITY
FETIREMNT

-~

CIVILIAN RETIRBENT COMPARISIN

FEERAL. GOVERNMENT

Clv{{ Servios Retirapant System

General Enployess

Severanos Paymants for Involurtary sepa—
ration If rot tired far cause, tesed on

length ot servioe and agp.

Elective—~retires amulty reduction,

Same amputation as nondisabl ity with
gerantesd minlmum of the lesser of

40 parcert of high-3 salary and amout
udar the ganaral fomula after Inorees-
Ing actual areditable service ty the
time reneining betwean the date of
separation and the date of ottalning age
60, Aminimmof 5¥05 to quallify Is
required,

Hezardous Outy.
Same as for ganaral employess,

1

Same 85 for ganeral ewployess,

Save as for genaral employess,

Alr Trattic
Cantrol fers

Save as for gaeral emwployess.
Sare a5 for general employoes,

Same as for ganeral employess,
'
|

Rl

Forelgn Service

Same as for clvil sarvies,

Same a5 for clivil sarvioe,

Same as for civil sarvioe,



APPENDIX III APPENDIX I1I

FEORET SISIIM OERISN
SINE SYSIRG
BE6 MRIAD MNITA TINDES FRNGYIIANA
R1XE AD FIRN SINE RLEE HEHAY BXIRTMN HYZARB DY HZAROB DY
NNXSBILITY
ORI
Mommapad Ap S ad DWB M Do 5YE Ay ap vith 0 Y6 Ap Dwith 5¥Boar a A Vviith 3¥B fix
yoars of sxv- A 9 ad 20 YOS with % with 2 YB (stae hazadas professios
ice (WB) redre amuity. police, coservation (ie., plice and
police, inestigtrs,  enforoawent officers).
fire figher, and certain
pilots)
Mrddtxy retire-  State enfrosmnt offi-  Nae Ap 60 e MNe
et g cers gge 6065 local :
enfixroaret: officere— :
e,
Arrpe 55 5.5 5 Nt Asildble Nt Aailble
retivamet ap
Brefit fomida 2 peroat X avergpe 2.2 pavat X 3 year 2 percert X5 Xawerge  Firal aere opersr- 2 peroart X YB X averge
gadlay of Shigest Y6 X aerage salay X¥XBuwp  of three higest e timof lat 4 YB X: salacy fox bighest 3 Y8,
total YB. o 5Y5. Phs l.lper- tiejassadlaywpto Fist I0¥BX2 5 pr-
ot X3yor aee . 5Y5. lpoomt oat (2.5%)
salay X¥B oer 5Y6. year thereafter. Saoad 10 YO8 X 2,90 per-
ot (25.0 percert)
oer DYB X275 px-

ok,



FITRAT SISEM OPRIEIN
SOUE SSIRS
.

TIHE AD FIRMN SINE KLAE HEHAY BAIROIMN HYARIE oY HZAROE DRY
Grtribaory veras 7 percent of gross pay. 8 peroernt: of salary. 6.5 parcart of gross 4.0 1 9.5 peroat of 5 percent: of gross pay wp
nooatribitory salay. salary. to Social Sty tax-

dle vege bae, 10 per-
ot gt edpess,
Westing Afer V¥B retumof  After 5 Y6 papat at 10 ¥&B. A O with BYEB. 10YsB
cotributios if less ap 0.
then 20 YCB.
Get-ofilivig  Retirat dividnd—13h  Rill cost-of-living Grateiby lgislahre on  Doteminad n Al Tegislamd on an Ad Hoe
aljstrets duk pagbleexh year  aljustnent besed cn oo~ an Ad Hoe bessis. basis. besis.

exdurad, 10 peroant: ubm US. cities aer-
aross the boand incresse e,

to all who retired befixe

Judy 1, 1981,



RDRRENT SYSIEM OERISN
SIAIE SYSIRB
Res MRIAD MNDTR TINES PNGETIRTA
FI1XE AD FIREN SIAIE K1XE HEHAY PUROMN HYAQB DY HYATOB DY
Plice ad firmmae St police ae ot oo~ Highay piolen ae ot Sate police, cosarva- (bvered by Social Sear-
ot covered by Social erad by Sxcial Searity.  ooverad by Scial Sar tion police, lavenfroe-  rity . Berefits ae
Sority. rity. et iestigitres, so~  alfitive to retireet,
retary of stie ivegti-
goes firefigters, ad
cextain pilots ae ot
oovered by Social Seou-
rity.
Maximm 75 peroat: X less hn 1 Y6—retum 9 percart: firal st Rebm of oxitribtios Lumpam barefibs with
firal aerse sday. of antribtios. 2 salay less wadems oo with interest phs less then 10Y05.  10YB
Fost retirret: lup YBmehanof crtribr  persabion, D peroat: of fiml or mre caladlation
smpymet equl 00 tHos ad | year salary Noooypaticsl—mebers  aemge anpastion v foomila gplies.  Post-
peroart of firdl aerage  over 2 YB~retum of catribtios phis inter- goee. Rshetiramt:  retmet: ahadal
salay phs ratoad oomtinbtios ad S0 pr-  est. Postretivamt: anity o doe echd  redctio of reminirg
amuity other optias at of savice baefit. rtedosd baefit besad an ing refind of axtrihre  baefits.,
aailble. Rstretimmer:: Dper-  otbim elected at retire-  tias.
cart: of mortly berefits. next.,
Byployent with gyenr  Famiirgs limition if  Nre Ioes of pasion if par- Nxe
ment: unit: from shich reired by save arploper nently rearplojed by the
retired linitad to 30 stae, :



oisABiLITY
FETIREMNT

YANGAS
FOLICE MO FROEN

Service comnected, Maxi-
aum 75 parosrt X finat
average salary, Mot
servics comected: 5 Y6
reuired, 50 peroant of
avarage salary meximum,

-

CIVILIAN HZADOLS OUTY PERSONEL

MRYLAD
STNE FILIGE

Sarvice comnected, 2/3
avarage finel salary phus
avulty tesed on arniri-
tions, Yor-savioe
connected, sams as serv-
fos with 35 percant mini-
mm,

RETIREMNT SYSTEM ODMYRIIN

STATE SYSTB

MNTAR
HIGHAY PATROLMEN

Servioe conneched, 50
percart of tinal average
salay, Non-sarvioe
oxrwected, 2 parcant X
Y5 X final average sal-
ay acherially reduosd
from age 60,

IUNOtS
HZAROS DUTY

0 peroent—10 paroent of
ampensation, Elghiteen
morrth sarvios reguirement

for nonoooupat loal dis—
abiiHy,

PEIGYLVANIA
HZAOOS BTy

With 5 YO (W6 restric-
tion doss not apply o
state police and iquor
aonirol board enfarcamar t
oftlcars) up fo 70 per-
cent of 3 OB average
salary,



|
APPENDIX 1V

-

APPENDIX 1V

CIVILIAN HZAOOUS DUTY PESONEL

ment epel to pri-
nery Soclal Searity
Benef its,

_l_/EHg‘ble for full anmnity without reduction,

RETIREMENT SYSTEM OWPRISIN RR
LOCAL GOVBRNMENT
CITY OF
COUNTY OF CITY OF KANGAS CITY JOSNYIUE,
FAIRFAX, VIRGINIA 05 ANGELES MSIORI FURIDA SEATTLE, WASHINGION
FIFE ND
ORER INIFORVG
REVE, TRIF FOLICE AD
FOLICE PARK AD GNE) FIRE & FOLICE FRE POLICE F IREF IGHTERS FIFEF 1IGHTS FOLICE
NONDISABILITY
FETIREMNT
Mnlmm Aga/YO5 20 YO5/no mintmum 20 Y6/ro minimm 10 YO5/age 50 25 YO5/any age 25 YW5/ay ap 2 Yos/agp 0 1/ 25 Y6/ 0 1/ 25 Y6/ap 0 V/
age age No early retirement, o early retirament, No erly retire-
merrt,
Mndatory Retirement Ago 60 with 25Y05  Age 5 extensians Mo mendatory age,  Age 65 YO5/age 60
Age or Y35 awallable fo age 65 althauh after age hichever Is
(Fire), Othars age 70 have to pass sooner, Age may te
Vwith edentias  pysiel. - extended To 65 tut
to age 73. o aedit teyond 1
Y05,
Axrage Retiraent 50,8 53.8 53 - Fire 9 {estimate) 9D (estimate) 55 53 0
A 52 - Pollce
Benef it Fomita 2 1/2 parcent of 1.5 percent avragp 2 parcant of l-year 2 paroant of avarage 2 peroent of average 2 paroent of average 2 percart X flmol Undar 10 YO5:
avrage anml sal- amwaf salay wp o average salary for high 2 yers salary  high-3 salary tines 3 final yeors' sal-  average salary X 1 parcont X final
ay (last 3yews) projeched Soclal each Y5 up to 0 times areditable YOS nurter of years of  ary times YOS to 30 servios yers, ot average salary X
for 25 Y05 + 2 pa—  Seawrity earnings at Y05; plus 3 percant  not to exoead 60 aedliable service  years, | peroat X to exosed 60 per- servioe yars,
oot of average age 65, plus 2 pa~  for each additional  paroent, not to exead 60 calaulation btase X omt, 10-20 YO6: L5 -
final conpensation  oent of average Y05 wp to 30 Y5, percant, Y05 for 30-35 YOS, peroarrt X final
for each yer teyond  final compensation  Maximum of 70 per- 65 peroent fimal avarage 2lary X
5. Limit 66.66 ahove, Scclal Sear  oat for 30 or more average salary Is servioo years,
percent of average rity limit, times Y5, mecimum, Over 20 Y062 2 por~
final copensation, Y05, phus a supple- cart fimal average

salary X sarvioe
yoars,
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CIVILIA HRZADOS DUTY PERSONEL
FETIREMNT SYSTEM OWPRISN AR

LOCAL GOVBRNMENT
CITY OF
OONTY OF CITY OF KAEAS CITY FJOSOWIUE,
FAIFFAX, VIRGINIA 106 ANCELES MSIORI FURIDA SEATTLE, WASHINGION
FIFE AD
OHER INIRRVS
REIQE, SHRIFF POLICE AD
POLICE PARK D GNE) FIFE & FOLICE e FOLICE FIREF 1G85 FIREF IGHTERS FOLICE
Gmloyes contritutes Brployess cohritutes Brployess anfritute  Bwployess cotritute Ewloyess confritute Bwioyees aontritute Nenoontritutory, Bmloyes aontritute
12 peroent of 7.08 fo 8,83 parcant 8 parcent, 9 parcant, 9 peroat, 4 paront, 6 parcant,
salay, of salary. Also
axmtrihutes to
Scclal Searity,
1
With 5 YOS With 5 YOS After 10 YOS, 10 YOS 10 Y05 10 Y5 payable at 2 Y05 payable at 5 Y05 payable at
N agp 0, ap 0, agp %,

Autoretic 4 paroont  Autometic 4 percant lbrfoexmd‘Spe‘- Porually btesed on Amrwally based on 4 percent - 99 Pl or full paront  COPi related, no
aruml adjustment amal adjushrent cant/yeer, Oost of  Kensas City (P, not  Kansas Clty OPI, not 9 peroant — 1980, of salay Incesse  p.
querarrread, quarantesd. tiving Increases fo eoed 3 parcent 1o exoeed 3 percent for active flre

copasd, Board mey  per yer, per yer, tigrters,

gand discretionary

O0A every 3 years,
Not covered by A Sclal SearMty Do not contritute Do not confritute o Do not anirltute Do not catritute,  Not aovered, Do not aarviritute,
Seclal Searlty, offsat Is required, and are not-covred, Soclal Searity, and are not aovered,
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CivILIAN WZARDOS DUTY PERSCNEL
RETIREMNT SYSTEM OWPRISIN AR

Savivar Rrotection Lump-sum pay beck of

LODA. QOVERNMENT
CITY OF
QONTY OF CITY OF KABAS CITY JOSIWIUE,
FAIRFAX, VIRGINIA B AELES MSIAR FLORIDA SEATILE, WASHUGRN
FIRE AD
ONEBR INIFRVG
(REIQE, SHRIFF POLICE AD
PFOLICE PR AD GNE) FIRE & FOLICE FRE POLICE FIREF i\GHI8S F IREF IGHTERS FOLICE
With 5 YOS minimm, Noageor service Funeral benefits of  Funaral benefit of  lmmediate covaage Death of any case,  Desth of ay

oontritution plus surviving spouse mey  condltians for $1,000, 9 paront 320, 4 peront of micuiated Hike S pacat to axrvi- case, Refated to
lrterest, Also, oloect olther a marba-, Oho year of aoorwed pension  firel opersation | namel, Surviving  wor If sarvios oau-  normal tenef it
aurviving spouse lop-sum conirity-  average salary, to spouse untll to spase unttl spouse recelves sad, 3 13 H$ non-  formula 31,000
recelve $500 per tion pay back or @ Efiglble spause desth or remer- death or remer- 66,7 paromt, servim, Fnaral anverage for desth
worth plus $200 per {ife time anully receives 75 parcent  riage, and $50 a rlage, and 35 a altowence $20-50 ot ay case
moth for each chlld (wnless rewrried of tese, moth Yo each chiid ﬁuﬂh to each chiid it prerettravent, pravetiranant,
wder B (3 1Fa  tefore age 60) tesed under age 18, tndr ago 18,

futi time studant}
a $1000 per month
mximm, Altanate
plan of 66,66 par—
ot of mabers sal-
ary as of date of
daath, No minimm
Y05, $10,000 {uwp
sum for servioe oon-
nected accidental
desth,

on 50 peroent of
menbers normed
rotiravant banef It
as of date of

desrth, $10,000 lup
sum for servics aon-
nected accidantal
dagth,
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CIVILIAN HAZAOOS DUTY PERNNEL

FETIFEMENT SYSTEM CAMPPRISIN KR
LD GIVERMVBNT
CIvY (F
QONTY OF Ciwar KHNEAS CITY JOKOWIUE,
FAIRFAX, VIRGINIA L06 ANGELES MSSORI FURIDA SEATILE, WAHINGRN
FIFE D
OTHR INIFRS
(FESQE, SHRIFF FOLKE AD
POLICE PAAC AD GNE) FIFE & FOLICE FRE POLICE FIREF IGHTERS FIREF IGHTERS FOLICE

Mo minkmum ags o A retirevent Sarvice Conected = (nly if worker Is For servios con- Service and non- Service and non- Sarvioe and non-
servioce require~ allowance of 1.5 o age o servioe not eligible for nected disesse or servios related, sarvice related, sarvice related,
ments, Line of paront of average  oonditions; 1year  other retirement and Injury, mamber both provide medi-  hoth provide immedi-  are toth owered
duty: 66,66 paroant final copensation  average salary; 30~ disabllity Iswrk reoeives 60 paoant  ate comrage. ate oovarage, imedlately,
of salary (Warkmens  not offsat by Soclal 90 paront depending related, Pasion is of final compensa-
anpensat kn of f- Searity, plus 2 on sover ity of dis- 50 peroant final tion a5 long as dis-

sat). Retlred or
nowail retirement
vhen elligible,
Non-1ine of duty:
eerty retiramnt (f
eligible, othawise
sun eqal to (1) 10
parcat average
amwnl salary, and
(2) 2 1/2 peroant of
average ama) sal~
ay X Y&,

paroart of avarage
final compensation X
YOS with Soclal
SearHy offset,
Additional supple-
mertal tenef tts are
aval lable acoarding
to plan elected,
Supplamartal bene-
fits are not
adjusted for Intia-
tion,

ability,

Non-Service - 5 YO05;
V-yeer average sal-
ary; 30-50 percent
depending on sever-
y,

conpeneation tut not imlllfy conHiues,
tess than 50 percert R

of maximum salary

for a tire Hgter,

Normduty disabl Hity
~ msst be under age
65 with at leest 10
Y5, Fomula is 2

percant compensation
X YO8 not to eveosed

60 peroant,
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APPENDIX V APPENDIX V

Table 1

LIFETIME RETIREMENT EARNINGS OF A TYPICAL
U.5. OFFICER AND ENLISTED PERSON UNDER
VARTOUS COUNTRIES' RETIREMENI PLANS (note a)

(in thousands of 1983 dollars)

Officers Enlisted
Retirement Plan 20 years 30 years 20 years 30 years
U.S. military $701 $973 $329 $481
Australia 645 858 325 442
Canada 560 816 283 413
France ¢/ 303 778 264 385
Israel 560 778 . 264 " 385
Soviet Union (b) 1088 (b) 560
United Kingdam 897 827 (b) 280
West Germany  d/ 500 e/ 807 £/ 255 £/ 432

JFbotnotes:

|
|
|
|
|

|
'

a/ These estimates assume all military members retire in 1983 under the

October 1982 pay schedule, Enlisted persons with 20 years of service
are assumed to retire at age 39 and grade E7. Enlisted persons with
30 years of service are assumed to retire at age 49 and grade EB8.
Officers are assumed to retire at age 43 and grade 05 (20 years of
service) and age 53 and grade 06 (30 years of service.) All personnel
are assumed to receive normal promotions over the course of their
careers. Regular Military Compensation is used as the earnings base
for countries using a salary system for military pay. Officers are
assumed to live to age 80; enlisted persons to age 76. Lifetime
retirement earnings figures are estimates of the total undiscounted
benefits received if retirees had been subject to each indicated
plan. Future retirement earnings are not recamputed to account for
any benefit increases due to inflation.

b/ Retirement with 20 years of service is not permitted.

¢/ Special permission required to retire after 20 years of service; annu—

ity assumed to start at age 60.

4/ Annuity assumed to start at age 56.
e/ Annuity assumed to start at age 58.

£/ Annuity assumed to start at age 50.
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APPENDIX V

Table 2
LIFETIME RETIREMENT EARNINGS OF
"A TYPICAL OFFICER AND ENLISIED
PERSON UNDER VARIOUS FEDERAL
RETIREMENT PLANS (note a)
(in thousands of 1983 dollars)
Officers Enlisted
Retirement Plan 20 years 30 years 20 years 30 years
U.S. military $701 - $ 972 $329 $481
Civil service
+General employees 299 (b) 580 (¢} 118 (b) 234 (c)
+Protective services 688 (d) 1102 302 (d) 541 (d)
~Air traffic controllers 688 (d) 886 302 (d) 434 (d)
Foreign service -
-RMC as earnings base 551 (d) 945 241 (4) 463 (d)
-Base pay as earnings base 454 (d) 778 185 (4) 370 (d)
|

[

Eg#tnotes:

|
I
|
[
|
i

(a) These estimates assume all military members retire in 1983 under the

October 1982 pay schedule. Enlisted persons with 20 years of serv-
ice are assumed to retire at age 39 and grade E7. Enlisted persons
with 30 years of service are assumed to retire at age 49 and grade
E8. Officers are assumed to retire at age 43 and grade 05 (20 years
of service) and age 53 and grade 06 (30 years of service.) All per
sonnel are assumed to receive normal promotions over the course of
their careers. For the U.S. military retirement system, final base
pay is used as the earnings base for retirement benefit calcula-
tions. For the three civil service plans, the average of the final
3 years of Regular Military Compensation is used as the earnings
base. For the foreign service systems, estimates using both earn-
ings bases are presented. Officers are assumed to live to age 80;
enlisted persons to age 76. Lifetime retirement earnings figures
are estimates of the total undiscounted benefits received if retir-
ees had been subject to each indicated plan. Future retirement
earnings are not recomputed to account for any benefit increases
due to inflation. Retirement annuities start immediately unless
specified differently in notes (b) through (d).

(b) Retirement benefits assumed to start at age 62.

| (c) Retirement benefits assumed to start at age 55.

. (d) Retirement benefits assumed to start at age 50.

| . 2



APPENDIX V APPENDIX V

Table 3

LIFETIME RETIREMENT EARNINGS OF
A TYPICAL OFFICER AND ENLISTED
PERSON UNDER VARIOUS STATE AND

LOCAL RETIREMENT PLANS (note a)

(in thousands of 1983 dollars)

Officers Enlisted
Repirenent Plan 20 vears 30 years 20 years 30 years
U.S. military 701 972 329 81
Illinois 510 (e) 1120 214 (e) 547 (@)
Kansas 402 (e) 793 (e) 168 (e) 331 (e)
Maryland (b) 606 (d) 953 266 (d) 467 (d)
Montana (b) 679 866 343 441
Pennsylvania 551 (d) 1945 241 (4) 463 (d)
Kansas City (b) (note c) 945 (note c) . 481
m’f Angeles 598 (d) 1172 261 (4) 581 (d)
Seattle (b) (note c) 1004 (d) (note c) 498 (d)
Foo lotes:

I
-
{

(a)

(b)
(c)
(@)
(e)

These estimates assume all military members retire in 1983 under the
October 1982 pay schedule. Enlisted persons with 20 years of serv-
ice are assumed to retire at age 39 and grade E7. Enlisted persons
with 30 years of service are assumed to retire at age 49 and grade
E8. Officers are assumed to retire at age 43 and grade 05 (20 years
of service) and age 53 and grade 06 (30 years of service.) All per-
sonnel are assumed to receive normal promotions over the course of
their careers. The earnings base in the retirement benefit calcula-
tions is base pay for the U.S. military system and Regular Military
Compensation for all other systems. Officers are assumed to live to
age 80; enlisted persons to age 76. Lifetime retirement earnings
figures are estimates of the total undiscounted benefits received if
retirees had been subject to each indicated plan. Future retirement
earnings are not recamputed to account for any benefit increases due
to inflation. Retirement annuities start immediately unless speci-
fied differently as in notes d and e.

Police only.
Retirement with 20 years of service is not permitted.
Estimate assumes retirement benefits start at age 50.

Estimate assumes retirement benefits start at age 55.
3





